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REVIEW OF 1955 FORECASTS 





forecasts for accuracy and for needed readjustments. The January com- 
ments are shown in red and our presentestimate of the situation is shown 
in blue. 
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Although real estate is still at a very satisfactory level, and likely to remain 
there for the remainder of the year, it has been in a slowly declining trend. The 
January reading of our national real estate index was 19.0 points above normal, 
and it has dropped 3.9 points to its present level of 15.1 points above normal. This 
decline has not been general, since 47% of the cities making up our index are 
above their January level. 


For the most part, however, the cities that have gained have not gained as 
rapidly as the declining cities have dropped. Tulsa is one notable exception to 
this, with better than a 30% rise since January. 
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This tightening now seems to be in progress. Regardless of this, however, 

1955 will be the peak year for postwar mortgage lending, from both the stand- 
point of dollar volume and number of loans. 
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During the first 3 months of 1955 our average mortgage interest rate index rose 
from 5.045 to 5.089. Since then it has been in a slow decline (latest reading 
5.044), which we believe is temporary. We look for a revival of the index before 
the end of the year. 


Foreclosures are on the upsw 


FORECLOSURES tinue to be for the next severa 


First quarter figures are all that are available, but these show a 14% rise 
in the number of foreclosures over the first quarter of 1954. Foreclosures in 
each of the first 3 months of 1955 were higher than in the corresponding month 
of 1954. 
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This has certainly been the case. From a reading of 105.7 in Januarytoa 
May reading of 106. 4 represents a rise of only two-thirds of one per cent. Our 
guess is that the rise from now until year’s end will be about the same. 
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The only thing needed to make this official is the 1955 tax bills. 
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Although the first half of 1955 is running 20% ahead of the same period a year 
ago, a guess of 1.25 million starts seems fairly reasonable. This is an increase 
of 50, 000 above our January guess. Last year’s big volume in private starts was 
racked up during the second half, when more than 640, 000 units were started. 
This was within 13, 000 of the record-breaking second half of 1950, and is not 
likely to be equaled by the volume of the next 6 months. 
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The newest estimate is for total construction dollar volume to reach $41. 8 
billion in 1955 - up $2.3 billion from earlier estimates and 11% over 1954. The 
current estimate for 1955 shows substantial gains for commercial, religious, 
private residential, hospitals, military, highways, and public educational building. 


It also shows substantial drops for farm construction, railroad building, and 


public housing, but an 8% gain for private industrial construction. 


CONSTRUCTION COSTS 


This is now going on over most of the country and construction costs are up 
from 1 to 2%. This rise will continue and possibly reach a total increase of 5% 
by year’s end. 


FARM TAXES PER ACRE 


It’s too early to tell whether this is correct, but we still think this is what 
will happen. 


FARM VALUES PER ACRE 
This needs revision. For the past few months most farm land values have 
been moving up and we believe the trend will continue into 1956. 
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This has certainly been the case and will continue through the remainder of 
the year. There may be some slackening in these three lines during the last half, 
but not enough to keep 1955 from being a splendid year for business activity. 
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(cont. from page 321) 
This index has been almost static during the first 6 months of 1955. It started 
out at 110.1 and in June stood at 110.3. We believe this condition will continue 
through the rest of the year. 
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This index rose from 122.1 to 124.0 during the first 6 months. We expect 
this slow rise to continue. This is particularly true in view of recent price in- 
creases in steel. 
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The rise here has been from 120.0 to 124.6 during the first half year. The 
raise in the minimum wage law should result in a continued rise even if lumber 
demand slackens slightly. 


REAL ESTATE SALES PRICE COMPARISONS 
June 1955 
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Probable selling price Probable selling price 
Trend in »f a house that sold for Trend in of a house that sold for 
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So far, the dollar’s value has climbed a trifle higher than we expected. It 
is now worth 52¢, but there is a good chance that it will decline slightly by the 
end of the year. 


The two charts below show the changes in sup- 
RESIDENTIAL VACANCY ply and demand for residential units. They are 

based on ad counts in 35 principal cities on the 
second Sunday in May from 1940 through 1953, and the second Sundays in May and 
October from then on. The chart on the left shows the actual number, while the 
one on the right is on an index basis. There has been a 16% increase in the num- 
ber of ‘For rent” ads since 1940, but the number of families in these same cit- 
ies has increased 60% over the same period. However, you should remember 
that a smaller percentage of all families are renters than in 1940 and, therefore, 
the proportion of rented quarters necessdry to house. them is likewise smaller. 
Furthermore, this trend toward increasing vacancy is going to continue. 


As you can see by the chart on the opposite page, there have been no recent 
changes of significance in the sales price index of single-family homes. 


CHANGES IN SUPPLY OF AND DEMAND FOR RENTAL HOUSING 
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COMMERCIAL BUILDING - NO BASEMENT 
Content: 115,850 cubic feet 
8,075 square feet 

Cost 1939: $22,726 

(19. 6¢ per cubic foot; $2.82 per square foot) 
Cost today: $63, 142 

(54.5¢ per cubic foot; $7.82 per square foot) 
INCREASE OVER 1939 = 177. 8% 


18-FAMILY BRICK APARTMENT 
(FRAME INTERIOR)* 
Content: 168,385 cubic feet 
13, 260 square feet 
Cost 1939: $ 60, 300 
(35. 8¢ per cubic foot; $ 4.55 per sq. ft.) 
Cost today: $169, 589 
($1.01 per cubic foot; $12.79 per sq. ft.) 
INCREASE OVER 1939 = 181. 2% 








30-UNIT REINFORCED 
CONCRETE APARTMENT* 
Content: 303, 534 cubic feet 

21, 372 square feet 

Cost 1939: $135,000 

(44.5¢ per cubic foot; $ 6.33 per sq. ft.) 
Cost today: $363, 561 

($1.20 per cubic foot; $17.01 per sq. ft.) 
INCREASE OVER 1939 = 169. 3% 























*Costs include full basement. 














